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DOD-IR-96 

(a) Please identify, by amount and account, all consultmit costs that HECO has included in 
2009 expenses. 

(b) For each item identified in response to part a, please also provide the following 
information: 
(1) a copy ofthe related contract, 
(2) an explanation ofthe scope of work, 
(3) the total anticipated charges by calendar year, 
(4) a description of any amortization period proposed by HECO; 
(5) a description of whether and how the consulting services provide any benefits to 

HECO's affiliates; and 
(6) calculations showing the allocation of such costs between HECO and its affiliates. 

HECO Response: 

Please see the general objection and response to this infonnation request and HECO T-14 

Attachment I for a summary ofthe identified professional consultant services. 

a. Refer to Attachment 1, column 96(a). 

b. I. Refer to Attachment I, column 96(b)(1). 

2. Refer to Attachment I, column 96(b)(2). 

3. Refer to Attachment I, column 96(b)(3). 

4. Refer to Attachment 1, column 96(b)(4). 

5. Refer to Attachment I, column 96(b)(5). 

6. Refer to Attachment I, column 96(b)(6). 



DOD-IR-96 
DOCKET NO. 2008-0083 
HECO T-14 
ATTACHMENT 1 
PAGE 1 OF 3 

Q. Z 

t >; 
o — 
£ < 

III 
X 
^ . J 

111 

o 
JL. 

O 

r 

ts 
1-

E 

T 

^ 

6 . 
LU 9 
X -& 

11 
i2-E 

6 . 
'-3 £ 
LU 2 
X ts 

11 
^ • ^ 

S 1-

6 . 
O c 
LU 9 
X ts 

!l 

-ri ..J J3 (O 

CN 

— ^ A 

a o o 
Z LU IJJ 

X X 

.& 
"E Ul (1) 

m 
J3 m 
:c 2 

tl! O O 
a> C . UJ T IU ^ LU " S 

J o j i — ^ A s o p 
Z LU i ^ 

X ^ 

o 
o 
UJ ^ &! 

e 1: 
> ra 

^ B 

- ^ 
cn 
c 

o 
IM 

b 
UJ 
X 

c 
o 

3 
<n 
£• 
o 

ts 
il!' 

11 

cc 

cc 

ra 

il> 

in 

O 

UJ 

_o 

as 
TJ 

1 
: 01 

•D 

S 

o ^ 

r § 
03 tn 

V o 

ra X 
¥ o 

S S 
Q. O) E 
o 
1 - S^ 

l ^ In 

C CTl 

O Ul ro 
C O " 
° O JJ 
E UJ ro 
= X •-

1° 
•s s 
.ffi 2 
ra .t: 

CC S 

£ z 

C 3 

IU 
UJ IS 

Ct o 

a i (§ 
tu 

K " 

ii> V 
iSi-
o o 
a> O 
ts liJ 
Q: X 

P -^ 
IU 'S 

6 ° a 
9 ^ 3 

5? 

S:§ 

3 Q. 

£ ra 
-cn O £ ^ 

O liJ 
O X 
m IU 

sr«3 *=. 
- a S < lu il> O 

O -fs JT iS CD III 

O -• •J 
. i j - UJ a> o 

in -C ^ S LJ 
._ g •S O i . 

< m 

il> 
•=• c £ .^ _ 

o 5" ° 

E - a 
K IU = 
2 ra ^ 

o O 

^ UJ 
X 

ID 
£ _ 

ro a. 

^ 3 

^ u i 

s o 
, t ra 

" o 

o < 

"" to ts ? 
I °̂  E.ĥ  
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Attachments 2 to 7 contain confidential information and are provided subject to 

the Protective Order filed on November 21, 2008 in this proceeding. 
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DOD-IR-97 

(a) Please identify, by amount and account, all legal costs that HECO has included in 2009 
expenses. 

(b) For each item identified in response to part a, please also provide the following 
information: 
(1) a copy ofthe related contract, 
(2) an explanation ofthe scope of work, 
(3) the total anticipated charges by calendar year, 
(4) a description of any amortization period proposed by HECO; 
(5) a description of whether and how the consulting services provide any benefits to 

HECO's affiliates; and 
(6) calculations showing the allocation of such costs between HECO and its affiliates. 

HECO Response: 

The HECO witnesses provide their responses to DOD-IR-97 as set forth in the following 

pages. With respect to subpart b( l ) of this information request, HECO objects to providing "a 

copy ofthe related contract" for "all legal costs that HECO has included in 2009 expenses" as 

the disclosure ofthe written arrangements with HECO's outside attomeys, which contain the 

terms and conditions (including rates being charged) under which the legal services will be 

provided, could negatively impact HECO's ability to obtain services from outside attomeys on a 

competitive basis and could provide an unfair advantage to the competitors of HECO's outside 

attomeys. HECO provides the written arrangements with its outside attomeys under the 

protective order in this docket. It would be impracticable to redact the confidential information 

as the majority ofthe information included is confidential so the documents in their entirety are 

submitted under the protective order. 

HECO has vm^ious written arrangements with its outside attomeys. HECO and some of its 

outside attomeys have entered into Attomey Retention Master Agreements ("ARMA") (used as 

of 2009) or Master Terms for Attomey Retention ("MTAR") (used prior to 2009) (both ofwhich 
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are used to facilitate the retention of outside attomeys for multiple matters over time) that set 

forth the terms and conditions (including the rates) under which legal services will be provided. 

Under the ARMA and MTAR, work is contracted by issuing a Work Authorization, which 

incorporates the terms ofthe ARMA/MTAR. The Work Authorization specifies the special 

terms relating to the particular work, including the scope of work. HECO and some of its 

outside attomeys have entered into engagement agreements (generally used for the retention in a 

single matter) that set forth the terms and conditions (including the rates) under which legal 

services will be provided. One law firm has sent letters to HECO that set forth the rates that 

legal services will be provided for matters in which the law firm represents the HECO 

Companies. (There is no written contract specifically for outside services covering the 2009 

period. The billing rates are updated periodically by letter, the latest ofwhich is dated June 24, 

2008.) Authorization to use outside legal services for specific matters is provided by the Vice 

President - Legal or the Vice President - Govemment & Community Affairs. 

The requested information is voluminous and available for inspection at HECO's 

Regulatory Affairs Division office. Suite 1301, Central Pacific Plaza, 220 South King Street, 

Honolulu, Hawaii. Please contact Dean Matsuura at 543-4622 to make arrangements to inspect 

the requested information. An electronic version ofthe requested information is being provided 

on a compact disc. 
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DOD-IR-97 

(a) Please identify, by amount and account, all legal costs that HECO has included in 2009 
expenses. 

(b) For each item identified in response to part a, please also provide the following 
information: 
(1) a copy ofthe related contract, 
(2) an explanation ofthe scope of work, 
(3) the total anticipated charges by calendar year, 
(4) a description of any amortization period proposed by HECO; 
(5) a description of whether and how the consulting services provide any benefits to 

HECO's affiliates; and 
(6) calculations showing the allocation of such costs between HECO and its affiliates. 

HECO Response: 

a. HECO obtained all O&M expenses included in the budget for the production block of 

accounts (areas covered by HECO T-7) that had the expense element 502 (outside 

services-legal) in identifying the legal expenses. Based on the information obtained and 

legal costs included in the HECO T-7 update to the test year estimates, HECO provides the 

requested information in HECO T-7 Attachment I of this response. 

b. 1-6. Please see the general objection and response to this information request and HECO 

T-7 Attachment I of this response for a summary ofthe identified legal services. 

Attachments 2 and 3 of this response are confidential and are provided subject to the 

Protective Order filed on November 21, 2008 in this proceeding. 
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Attachments 2 and 3 contain confidential information and ^ e provided subject to 

the Protective Order filed on November 21, 2008 in this proceeding. 
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DOD-IR-97 

a. Please identify, by amount and account, all legal costs that HECO has included in 2009 
expenses. 

b. For each item identified in response to part a, please also provide the following information: 

1. a copy ofthe related contract, 

2. an explanation ofthe scope of work, 

3. the total anticipated charges by calendar year, 

4. a description of any amortization period proposed by HECO; 

5. a description of whether and how the consulting services provide any benefits to 
HECO's affiliates; and 

6. calculations showing the allocation of such costs between HECO and its affiliates. 

HECO Response: 

a. HECO Transmission and Distribution, specifically, Distribution Operations, included 

$74,630 of outside legal expenses (Expense Element 502) in the AMI Project P000I559 in 

its 2009 test year estimate. An explanation of this estimated expense has been provided in 

HECO T-8, CA-IR-2, Attachment 7B, pages 5 and 6. 

b. Please see the general objection and response to this information request. The following 

information is provided for the outside legal expense identified in part a: 

1. There is no written contract specifically for the outside legal services to support the 

AMI Project during 2009. The outside legal services aie being provided pursuant to a 

letter that sets forth the billing rates for lawyers that perform work on HECO legal 

matters (see Attachment I). 
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2. HECO listed various AMI Project-related legal services expected to be required during 

the 2009 test year in its response to CA-IR-219. The scope of those legal services has 

included or is expected to include (but may not necessarily be limited to): responding 

to intervention motions; development of a procedural schedule; obtaining any necessary 

protective orders and agreements; review and preparation of information requests and 

responses; review and preparation of statements of position; representation ofthe 

Companies at MI evidentiary hearing (if an evidentiary hem^ing is held); preparation of 

post-hearing briefs (if necessary); and responding to other requests of parties or the 

Commission. 

3. It is anticipated that $74,630 of outside legal expenses (Expense Element 502) for 

HECO will occur on the AMI Project P000I559 in 2009. 

4. All these costs ^ e to be expensed as they are incurred and will not be amortized. 

5. These legal expenses support the AMI application for HECO and its affiliates. The 

$74,630 of outside legal expenses is the portion allocated to HECO. The shared AMI 

costs are cost allocated between HECO and its affiliates based on their customer counts 

as of 12/31/06 (see Table I below). The allocation among the three companies, HECO, 

HELCO, and MECO, was established in 2007 and the 12/31/06 customer counts were 

the most recent recorded customer counts at that time. 

Table 1: HECO/HELCO/MECO Customer Counts 

HECO 

HELCO 

MECO 

Total 

Customers 

292,988 

76,417 

64,937 

434,342 

Percentage 

67.45% 

17.6% 

15.0% 

100.0% 
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Based on the customer count distribution noted above, the legal costs calculated for the 

AMI project in 2009 of $ 110,640 (as shown in HECO T-8, CA-IR-2, Attachment 7B, 

page 5) were allocated to the three companies as follows: 

HECO $74,630 

HELCO $19,470 

MECO $16.540 

Total Project Legal Costs $110.640 
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(a) Please identify, by amount and account, all legal costs that HECO has included in 2009 
expenses. 

(b) For each item identified in response to part a, please also provide the following 
information: 
(1) a copy ofthe related contract, 
(2) an explanation ofthe scope of work, 
(3) the total anticipated charges by calendar year, 
(4) a description of any amortization period proposed by HECO; 
(5) a description of whether and how the consulting services provide any benefits to 

HECO's affiliates; and 
(6) calculations showing the allocation of such costs between HECO and its affiliates. 

HECO Response: 

a. Please refer to the response to CA-IR-2, HECO T-9, Attachment 2, page 5 of 36 for costs, 

by amount, account, and expense element (EE) included in 2009 expenses. Legal costs are 

shown in EE 502 and include abase estimate for Outside Services-Legal of $12,000 

derived from historical expenses and Revenue Protection legal services adjustments of 

$5,000 and $9,300, for a total of $26,300 in 2009. 

b. Please see the general objection and response to this information request. The following 

information is provided: 

1. The outside legal services are being provided pursuant to a master terms for 

attomey retention. Attached as Attachment I to this response is the master terms 

agreement, which is confidential and provided subject to the Protective Order 

filed on November 21, 2008 in this proceeding. 

2. The services to be provided by an outside attomey include assisting HECO with 

large or complex bankruptcy petitions and collections recovery. 
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3. Refer to the response in a. above. For an explanation ofthe charges, refer to the 

response to CA-IR-2, HECO T-9, Attachment 2, page 5. 

4. Not applicable. All costs are to be expensed as they are incurred and will not be 

amortized. 

5. The legal services do not provide any benefit to HECO affiliates. However, on a 

case-by-case basis, HECO, HELCO, and MECO may jointly seek representation 

from the same legal firm if each is identified as a creditor in the same petition. 

6. Cost allocation is managed by the outside service provider and each company is 

invoiced separately. 
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(a) Please identify, by amount and account, all legal costs that HECO has included in 2009 
expenses. 

(b) For each item identified in response to part a, please also provide the following 
information: 
(1) a copy ofthe related contract, 
(2) an explanation ofthe scope of work, 
(3) the total anticipated charges by calendar year, 
(4) a description of any amortization period proposed by HECO; 
(5) a description of whether and how the consulting services provide any benefits to 

HECO's affiliates; and 
(6) calculations showing the allocation of such costs between HECO and its affiliates. 

HECO Response: 

a. FOR CUSTOMER SERVICE BLOCK OF ACCOUNTS 

Per reference to HECO T-IO response to CA-IR-2, Docket No. 2008-0083, Pages 12-15, 

no legal costs (expense element 502 - Outside Services-Legal) have been included in 2009 

expenses for the Customer Services block of accounts (NARUC 909-912). 
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(a) Please identify, by amount and account, all legal costs that HECO has included in 2009 
expenses. 

(b) For each item identified in response to part a, please also provide the following 
information: 
(1) a copy ofthe related contract, 
(2) an explanation ofthe scope of work, 
(3) the total anticipated charges by calendar year, 
(4) a description of any amortization period proposed by HECO; 
(5) a description of whether and how the consulting services provide any benefits to 

HECO's affiliates; and 
(6) calculations showing the allocation of such costs between HECO and its affiliates. 

HECO Response: 

a. HECO obtained all the O4&M expenses included in the budget for Account Nos. 920, 921, 

922, 923010, 923020 and 926020 (areas covered by HECO T-I I-A&G expense) that had 

the expense element 502 (outside services-legal) in identifying the legal expenses. Also, 

HECO discovered two legal firms in reviewing the consultant fees budgeted using the 

expense element 501 (outside services-general) in responding to DOD-IR-96. HECO will 

include the two legal firms in this response and exclude them in T-11 's response to DOD-

IR-96. Based on the information obtained and legal costs included in the update to the test 

year estimates from eleven responsibility areas in the company, HECO provides the 

requested information in HECO T-11 Attachment 1. 

b. 1-6. Please see the general objection mid response to this information request and HECO 

T-11 Attachment 1 of this response for a summm^y ofthe identified legal services. 

Attachments A through H of this response aiQ confidential and are provided subject to the 

Protective Order filed on November 21, 2008 in this proceeding. 
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Allocation of Legal Cost 

Revenue Bond aflocation: 

Series 
1993 
1997A 
1998A 
1999 A 
1999B 
1999C 
1999D 
2000 
2002 
2003A 
!2003B 
2005 
2007A 
2007B 

Total 

Aiiocation: 
for RB work 

Outstanding {$ In millions) 

HECO 
50 
50 

42.58 
0 

30 
35 
16 
46 
40 

0 
40 
40 

100 
62 

MECO 
30 
20 

7.72 
0 

_9j 
0 
1 

20 
0 
0 

2 
20 
55j 

551.58 164.72 

64% 

\ 
Preferred Stock allocatk 

HECO 
MECO 
HELCO 

Outstanding 
(Sin 

thousands) 
22,293 

5,000 
7,000 

34,293 

>n: 
Allocation 

for Pref 
Stock 
work 

65% 
15% 
20% 

100% 

19% 

HELCO 
20 
30 

7.2 
11.4 

11 
0 
3 
0 
0 

14 
12 
5 

20 
8 

141.6 

17% 

TOTAL 
100 
100 

57.5 

L ' ' ' ' • 4 
50 
35 
20 
66 
40 
14 
52 
47 

140 
125 

857.9 

1 

100% 

QUIPS aiiocation: 

HECO 
MECO 
HELCO 

Outstanding 
($in 

thousands) 
30,000 
10.000 
10,000 
50,000 

Allocation 
for QUIPS 

work 
60% 
20% 
20% 

100% 
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(a) Please identify, by amount and account, all legal costs that HECO has included in 2009 
expenses. 

(b) For each item identified in response to part a, please also provide the following 
information: 
(1) a copy ofthe related contract, 
(2) an explanation ofthe scope of work, 
(3) the total anticipated charges by calendar year, 
(4) a description of any amortization period proposed by HECO; 
(5) a description of whether and how the consulting services provide any benefits to 

HECO's affiliates; and 
(6) calculations showing the allocation of such costs between HECO and its affiliates. 

HECO Response: 

(a) For the Risk Management Division, $234,011 of legal expenses ^ e included in NARUC 

account 925.02, and $4,383^ in NARUC account 924. 

(b) (I) Please see the general objection and response to this information request and HECO 

T-12 Attachments 1-3 of this response. There is one attomey retention master agreement 

and two master terms for attomey retention maintained by HECO's Legal Department 

for outside counsel providing service to the Risk Management Division. When HECO's 

Legal Department assigns outside counsel to work with Risk Management liability 

claims as described in subpart (b)(2) below, they utilize two law firms (Roeca Louie & 

Hiraoka; and Fukunaga Matayoshi Hershey & Ching) for NARUC 925.02, and one law 

firm (Taylor Leong & Chee) for damaged property claims in NARUC 924. 

' See HECO-1204, page 1, line items "Gen Liab Legal PD" of $39,810, "Gen Liab Legal BI" of $182,535, "Gen 
Liab Legal Reserves" of $11,453, and "Auto Liab Legal Reserves" of $213. 

^ See HECO-1202, page 2, line item "OH/UG Collect Exp." 
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(2) Scope of work entails defending the Company from public liability claims and assisting 

with the collection of repair costs from parties responsible for dmnaged HECO property. 

(3) Please see subpart (a) above. 

(4) The legal costs included in the 2009 test year estimate represent the projected amount of 

annual legal fees for calendar year 2009 and aiQ not amortized. 

(5) These legal services utilized by HECO do not benefit any affiliated companies. 

(6) Not applicable. 
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(a) Please identify, by amount and account, all legal costs that HECO has included in 2009 
expenses. 

(b) For each item identified in response to part a, please also provide the following 
information: 
(1) a copy ofthe related contract, 
(2) an explanation ofthe scope of work, 
(3) the total anticipated charges by calendar year, 
(4) a description of any amortization period proposed by HECO; 
(5) a description of whether and how the consulting services provide any benefits to 

HECO's affiliates; and 
(6) calculations showing the allocation of such costs between HECO and its affiliates. 

HECO Response: 

a. Legal costs included in 2009 test year expenses are $37,277 for account no. 926000 related to 

the administration of pension and welfare benefit plans. 

b. I. Please see the general objection and response to this information request. The engagement 

agreement with the law firm of D'Amato & Maloney, LLC is currently being reviewed 

and has not been finalized. 

2. The legal services provided are related to the administration of pension and welfare benefit 

plans. Services include but are not limited to assistance with claims, compliance with 

regulations and plan amendments. 

3. See response to part (a). 

4. Not applicable. 

5. Legal services provided in conjunction with the administration of employee pension and 

welf^e benefit plans benefit all HECO affiliates since they are covered by the same plans. 

Amounts are allocated among all affiliates and billed directly to each affiliate. Amounts 

included in the 2009 test year represent HECO's portion. 

6. Allocation percentage (by employee or pmticipant count) is provided to D'Amato & 

Maloney, LLC. 
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(a) Please identify, by amount and account, all legal costs that HECO has included in 2009 
expenses. 

(b) For each item identified in response to part a, please also provide the following 
information: 
(1) a copy ofthe related contract, 
(2) an explanation ofthe scope of work, 
(3) the total anticipated charges by calendar year, 
(4) a description of any amortization period proposed by HECO; 
(5) a description of whether and how the consulting services provide any benefits to 

HECO's affiliates; and 
(6) calculations showing the allocation of such costs between HECO and its affiliates. 

HECO Response: 

a. HECO has budgeted $540,000 of legal fees (Goodsill) for the 2009 test year rate case. 

Attachment I contains the billable rates for service from Goodsill. The mnortization of 

these fees, together with other regulatory commission expenses, are recorded in NARUC 

928, "Regulatory Commission Expenses." There are no legal expenses budgeted in 

NARUC 9301, 9302, 931 and 932. The 2009 test year rate case amount of $540,000 

covers legal fees in 2008 and 2009. Please see HECO T-14 response to CA-IR-2, 

Attachment 2, page 6. 

b. I. Please see the general objection and response to this information request. There is no 

written contract with our outside attomeys for the 2009 test yem" rate case. 

2. The services are for legal work related to HECO's 2009 test year rate case. The scope 

of work includes: I) assisting and preparing application, direct testimonies, exhibits, 

and work papers; 2) assisting and preparing responses to information requests; 

3) preparing for an evidentiary hearing; and 4) representing the Compmiy at an 

evidentiary hearing, and preparing post hearing written briefs. 
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3. HECO anticipates incurring approximately $540,000 of legal fees for 2008 and 2009. 

4. HECO proposes to mnortize these costs over a 2-year period. Refer to HECO-1403, 

note 1 for additional information. 

5. The services relate to HECO only. 

6. Not applicable. 
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Does HECO or its affiliates have any studies in the past three years through 2008 of how its 
provision of employee benefits compares with other utilities and/or other companies? If not, 
explain fully why not. If so, please identify and provide a copy of all such studies. 

HECO Response: 

HECO participated in the 2007 Energy Services BENVAL® study ("Benval® Study") conducted 

by Towers Perrin. This comprehensive survey analyzes our total employee benefits program and 

each plan compared to other utility companies in a comparable revenue grouping. The Benval 

Study contains confidential vendor, research and/or other nonpublic information, the redaction of 

which would not be reasonably practicable, and which if made public, would subject Towers 

Perrin to a competitive disadvantage. As a result, the Benval Study has been designated as 

confidential information and is being filed in its entirety under protective order. A copy of this 

study is provided in Attachment 1 of this response. 

In addition, for confidentiality purposes, individual compmiies me identified by a company 

code. HECO's company code i s ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ | . The company code is 

confidential mid is provided pursumit to the Protective Order filed on November 21, 2008 in this 

proceeding. 
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Attachment 1 contains confidential information mid is provided subject to the Protective Order 

filed on November 21, 2008 in this proceeding. 

Attachment 1 is voluminous and available for inspection at HECO's Regulatory Affairs Division 

office, Suite I30I, Central Pacific Plaza, 220 South King Street, Honolulu, Hawaii. Please 

contact Demi Matsuura at 543-4622 to make mrmigements to inspect the document. An 

electronic copy ofthe requested information is being provided. 
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HR Suite Project. 

(a) Provide all information HECO relied upon for a 12 year amortization period. 
(b) Please identify each item of software and systems that the HR Suite would replace. 
(c) For each item identified in response to part b, please identify when it was first placed into 

service. 
(d) What does HECO anticipate would happen at the end of year 12 ofthe amortization period 

that would render the HR Suite unusable? 
(e) Explain in detail the employee self-service function ofthe HR Suite. 
(f) Is the employee self-service component expected to produce any cost savings? If not, 

explain fully why not. If so, please identify the anticipated cost savings. 
(g) Is the HR Suite expected to be more efficient that the current systems HECO is using? If 

not, explain fully why not. If so, please identify, quantify mid explain the efficiency 
improvements that the HR Suite will produce. 

(h) Please show in detail the monthly amounts of AFUDC and how the monthly amounts of 
AFUDC for the HR Suite Project were calculated. Provide the AFUDC details for the 
period commencing with the first accrual of AFUDC for this project through the 
anticipated completion date. 

(i) Please provide a history ofthe cost overruns and budget increases related to the HR Suite 
Project from its inception through 2009. 

(j) Please provide a history ofthe slipped deadlines and project delays related to the HR Suite 
Project from its inception through 2009. 

(k) Does HECO or HEI management take any responsibility for any ofthe cost overruns and 
budget increases related to the HR Suite Project from its inception through 2009? If not, 
explain fully why not. If so, please identify, quantify and explain the cost overruns and 
budget increases that have been incurred for the HR Suite Project for which management 
has taken responsibility. 

HECO Response: 

(a) In Decision and Order No. 23413, issued on May 3, 2007 in the HR Suite proceeding, Docket 

No. 2006-0003, page 25, the Commission concluded "that the Parties' Letter Agreement, 

taken as a whole, is just and reasonable, and should be approved." In addition, the 

Commission approved the "Applicant's requests, as set forth in the Application and more 

specifically reflected and mnended in the Parties' Letter Agreement, to defer certain 

computer development costs ofthe HR Suite Project, accumulate an AFUDC on the deferred 
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costs during the deferral period, amortize the deferred costs over twelve years, and include 

the unamortized deferred costs in rate base." 

The amortization period of twelve years is consistent with the amortization period 

approved by the Commission for other software development projects including HECO's 

Outage Management System in D&O No. 21899 filed in Docket No. 04-0131, and Customer 

Information System in D&O No. 21798 in Docket No. 04-0268. 

(b) A list of software and systems that the HR Suite would replace is provided in Attachment I 

of this response. 

(c) See Attachment I. 

(d) The Companies anticipate that the software will be maintained and upgraded to retain the 

viability ofthe HR Suite software application. However, unforeseen circumstances may 

occur such as a change in the technology, a change in the business direction ofthe vendors 

that could affect the product and services, business failure or bankruptcy, acquisition by 

another vendor, or contract issues, any ofwhich could render the HR Suite unusable. 

(e) The Oracle Self-Service Human Resources will provide employees direct access to web 

pages to maintain their personal information, select benefits options, designate dependents 

and beneficiaries, enroll in learning and training classes, manage their competency profiles, 

and apply for jobs. Managers will be able to perform operational processes such as 

generating offers to job applicants, processing terminations and participating in review and 

approval processes. 

A list of employee mid manager self-service functions is provided in Attachment 2 of this 

response. 

(f) The companies have not quantified miy cost savings associated with the benefits of a new 

HR Suite including the employee self-service component. However, the companies note that 
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there are material benefits that are not easily quantifiable, as typical in the utility industry. 

Efforts to replace the Human Resources Management System are generally not undertaken to 

deliver costs savings, but to meet needs that me not currently supported by the current 

systems. These needs include providing new system functionality necessary to support 

human resources requirements or to mitigate the risk technology obsolescence and system 

failure. The HR Suite project will improve the delivery of human resources services by 

providing the capability to: 

1. replace multiple disparate systems and applications with an integrated system with 

expanded human resources functionality; 

2. automate manual processes (currently handled on non-integrated Excel spreadsheets and 

Microsoft Access™ ("MS Access") databases) such as compensation athninistration, 

leave management, tracking of safety equipment/apparel, and transportation type 

benefits; 

3. replace outdated systems or mmiual processes and provide immediate access to 

information with online employee and management self-service; 

4. improve efficiencies and accuracy in data maintenance and management; 

5. reduce costs related to system changes as a result of new or changing legislation; and 

6. improve system security and tracking. 

(g) See the response to item (f) above. In addition, see the response to CA-IR-23 in Docket 

No. 2006-0003, filed on March 2, 2006, which is provided in Attachment 3 of this response. 

(h) The monthly amounts of AFUDC and the calculation are shown on page I of Attachment 4 

of this response. Also provided on page 2 of Attachment 4 is the calculation ofthe 

amortization of deferred costs that was included in the update to HECO T-13, Attachment 11. 
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(i) This information has been reported in detail in Docket No. 2006-0003 in the Interim 

Supplemental Reports dated December 14, 2007, May 27, 2008, June 27, 2008, and 

December 12, 2008. In summmy, a history ofthe total project cost increases are provided 

below. 

Date 
Filed/Received 
January 3, 2006 

May 3, 2007 

December 14, 
2007 

May 27, 2008 

June 27, 2008 

December 12, 
2008 

Description 

Application filed - Docket 
No. 2006-0003 
Decision & Order No. 
23413 received 

HECO/HELCO/MECO 
Human Resources Suite 
System Interim 
Supplemental Report filed 
HECO/HELCO/MECO 
Human Resources Suite 
System Interim 
Supplemental Report filed 
HECO/HELCO/MECO 
Human Resources Suite 
System Interim 
Supplemental Report 
(Amended) filed 
HECO/HELCO/MECO 
Human Resources Suite 
System Notification Letter 
filed 

Est. Total 
Project Cost 

$5,656,000 

$6,341,113 

^ 

^ 

^ 

^ 

Explanation 

Cost increase attributed to 
additional hardware, 
software, consulting 
services and labor hours. 
See Attachment 5, pages 
4-7. 

See Attachment 6, pages 
4-7. 

See Attachment 7, pages 
4-7. 

See Attachment 8, pages 
5-8. 

(j) This information was provided in detail in Docket No. 2006-0003 in the Interim 

Supplemental Reports dated December 14, 2007, May 27, 2008, June 27, 2008, and 

December 12, 2008. In summary, a list of activities related to changes in project deadlines 

and delays is shown below. 
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Date 
January 3, 2006 
May 3, 2007 
July 2007 

July-October 2007 

October - November 
2007 
December 2007 

November 2007 -
Febmary 2008 

February - April 2008 

May 2008 

December 2008 

Activity 
Application filed - Docket No. 2006-0003 
Decision & Order No, 23413 received 
Project initiated. Implementation go-live tmgeted for June 
2008 
Conducted software functionality review and confirmation; 
analysis of requirements and gaps; scope of work mid project 
schedule with system implementer 
Released original system implementer from project and 
initiated process to select new system implementer 
Filed HECO/HELCO/MECO Human Resources Suite System 
Interim Supplemental Report informing the PUC ofthe 
software selection, project schedule and costs. 
Project implementation go-live targeted for April 2009 
Conducted selection of new system implementer, including 
issuance of RFP, presentations by and interviews of final 
candidate companies, evaluation and selection of new system 
implementer. 
Contract negotiations and development of Statement of Work, 
including preliminary analysis of required resources, project 
schedule, and functional and technical requirements. 
Filed HECO/HELCO/MECO Human Resources Suite System 
Interim Supplemental Report informing the PUC ofthe new 
system implementer and updated project costs. Project 
implementation go-live remained targeted for April 2009 
Filed HECO/HELCO/MECO Human Resources Suite System 
Notification Letter informing the PUC ofthe change in project 
schedule and costs. 
Project schedule implementation in two phases with phase I 
go-live targeted for April 2009 and phase 2 go-live targeted for 
August 2009 

(k) HECO objects to this question as it is mgumentative. In addition, HECO objects to this 

question as it is vague and ambiguous to the extent the question does not explain what "take 

any responsibility" means. Without waiving the foregoing objections, HECO provides the 

following response. In accordmice with the reporting requirements in Decision mid Order 

No. 23413 in Docket No. 2006-0003, HECO has reported on cost increases in the HR Suite 

Project. These reports were filed on December 14, 2007, May 27, 2008, June 27, 2008, and 

December 12, 2008 in Docket No. 2006-0003. 
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Attachments 5-8 me voluminous and available for inspection at HECO's Regulatory Affairs 

Division office. Suite I30I, Central Pacific Plaza, 220 South King Street, Honolulu, Hawaii. 

Please contact Dean Matsuura at 543-4622 to make arrangements to inspect the documents. 

Electronic copies ofthe requested information are being provided. 
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December 14, 2007 

William A. Bonnet 
Vice President 
Government & Community Affairs 

The Honorable Chairman and Members of the 
Hawaii Public Utiiities Commission 

465 South King Street, First Floor 
Honolulu, Hawaii 96813 
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Subject: Docket No. 2006-0003 
HECO/HELCO/MECO Human Resources Suite Svstem Interim Supplemental Report 

In accordance with Decision and Order No. 23413 ("D&.0 23413") fUed May 3, 2007, in Docket 
No. 2006-0003, Hawaiian Electric Company, Inc. ("HECO"), Hawaii Electric Light Company, lac. 
("HELCO"), and Maui Electric Company, Limited ("MECO") (collectively the "Companies") 
respectfully submit the Human Resources Suite System project ("FCR Suite" or "Project") interim 
supplemental report with the name of the contractor selected, the scope, functional requirements, and the 
updated cost of the HR Suite project.' This fQing is for notification purposes pursuant to the D&O 23413, 
Section I.C, page no. 13, dated May 3, 2007 and is not intended to result in any immediate regulatory 
action. 

The Companies have selected Oracle USA Lie. ("Oracle"). Oracle will be providing consulting 
services relating to the installation and configuration of Oracle's Human Capital Management ("HCM" or 
"HR Suite") software. Oracle is the HR Suite software licensing entity. The scope of the Project and the 
functional requirements are discussed in the "Project Scope" and "Functionality" sections below. In 
addition, the Companies have updated the Project cost in the "Project Cost Estimate" section below. 

Vendor Selected 

As mentioned above, the Companies selected Oracle as one of the vendors for this Project. The 
Companies reviewed the selected application software and confirmed that the application software 
functions and features have been maintained frora the initial analysis performed in 2005. The signed HR 
Suite Vendor contracts include a fixed HR Suite Vendor software license cost ( ^ ^ ^ ^ ^ B ) ^ and a fixed 
HR Suite Vendor service cost 

D&O 23413 required the Companies to file within thirty (30) days following the signing of a contract with the vendor (i.e. 
software bid awarded and contract with project vendor executed), an interim supplemental report that Includes "the name of 
the contractor selected, the scope ofthe contract, functional requirements, andcost of the Project." D&O 23413 at 13 and 26, 
The Companies executed a contract with Oracle to purchase the software on November 15,2007 and executed a separate 
services contract with Oracle on November 29, 2007 for installation of the software. 
HECO executed contract with Oracle on November 15, 2007. 
HECO executed contract with Oracle on November 29,2007. 
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Oracle provides the HR Suite project with the design, configuration and installation of the 
application server and software within the Companies' system, and with the installation of the Human 
Resources Suite application. 

Therefore, the Companies are still in the process of selecting a system integrator. A Request for 
Proposals ("RFP") was issued in November 2007 and a new system integrator will be selected in the first 
quarter of 2008. An interim supplement report with the name of the contractor selected, the scope, 
functional requirements, and the updated cost ofthe HR Suite project WLU be submitted in accordance 
with D&O No. 23413. 

Project Scope 

The project scope ofthe HR Suite remains the same as submitted in the Companies' Explication 
filed on January 3, 2006 in the proceeding ("Application")- However, as stated in the Companies' 
Application, the proposed implementation of the Project was approached in two phases, with the first 
phase focusing on the operational components of the system to meet the Companies' processing 
requireraents, followed by the strategic components to facilitate process and data quality improvement. 

Since the fihng of die Apphcation, the implementation of the Project has changed. Based on 
corapliance and business requirements and functional interoperability requirements, the Project will be 
implemented in one phase with all modules implemented together. This will minimize the risks 
associated with a partial installation of the application suite. Also, as noted in the Vendor Selected 
section, the Companies are in the process of selecting a new system integrator for implementation 
services. Therefore, the Project schedule h ^ been extended to 22 months as shown in Attachment 1 
attached hereto, and uicorporated herein by reference. 

The proposed implementation of the Project under one-phase can be generally broken down into 
(1) the purchase ofthe hardware and software for the Project which includes the purchase of a new third 
party vendor HR Suite software, the purchase of the associated support system software aud hardware for 
the system, and system integrator evaluation and selection; and (2) the HR Suite implementation and 
configuration process which includes software installation, requirements gap-analysis, system design, 
system configuration and configuration testing, system modification and modification testing, system 
integration and integration testing, data conversion, employee training; and (3) post-implementation 
support. 
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In general, the Project scope includes, but is not limited to, the following major activities; 

1. HR Suite Selection (Stage 1) - In progress 
• Review and confirm the functionaUties and features of the selected software application, 

Oracle Human Resources e-Business Suite, to be more exphcit and discrete in August to 
September 2007 

• Purchase the selected software application, Oracle HCM, in November 2007 
• Review and confirm the implementation services of the selected vendor in September to 

October 2007 
• Integrator vendor selection based on the Companies' due diligence efforts which are 

performed to mitigate the overall risk of the Project 
o Development aud issuance of the RFP to potential vendors in October to November 2007 
o Scenario demonstrations of the two finalists vendor's services and staff and selection of 

finalist vendor in January 2008 
o Negotiations with finalist vendor, assistance frora experienced consultants, input from the 

Companies' Subject Matter Experts, to develop, define and agree upon the following 
items (January - February 2008): 
• Detailed tasks, activities, labor resource requireraents and responsible parties 
" Comanercial terms 
" Fixed fee financial arrangements 
" Authorize contracts 

2. Implementation (Stage 2) - In progress 
• histallaticn of the base HR Suite product by Oracle USA Inc. 
• Analysis and design of the selected application to integrate into the Companies' current 

system 
o Training of the Project's core team members in the HR Suite product features, functions, 

architecture and technology 
o Conducting solution confirmation (gap analyses) session to design the Companies' 

chosen path using the selected system 
o Defining and developing data conversion strategies and specifications 
o Defining interface stiategies and developing system specifications 

• Construction and Testing 
o Configuring and developing HR Suite 
o Developing and testing data conversion 
o Developing and testing interfaces and interoperability with other Companies' systems 
o Conducting performance, uitegration and user acceptance tests 
o Developing HR Suite production additions 

• Deployment 
o Conducting end-user tiaining 
o Conducting pre-go-Iive tests 
o Migrating HR Suite to production 
o Employment of new HR Suite 

3. Post Implementation Support (Stage 3) 
• Support production operations 
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FunctionaKtv 

The functional and technical requirements ("functional requirements") of the HR Suite version 11 remain 
the same as submitted in the Application. However, since the filing of the Application, Oracle has COOK 
out with a new version of the HR Suite application. The Companies successfully negotiated with Oracle 
to receive the new version 12 at the same software price as version 11.'* 

The Companies will be working with the new system integrator to ftirther analyze and refine the 
application software with the functional requirements. 

Project Cost EstJmate 

The cost estimate for the HR Suite Project was $6,341,113 as approved in Decision and Order No. 23413 
in this DocketNo. 2006-0003. The cost estimate was based on completing the Project in 12 months with 
the technology and available software functionality at the time of the Application. 

The Companies now estimate that the forecasted Project cost will be approximately ^ ^ ^ ^ ^ | which is 
$111111111 more than the amount that was approved m Decision and Order No. 23413 in this Docket. 
The change in the cost of the Project is primarily attributed to the following factors: 

Category 
Material 
Labor and related On-Costs 
Outside Services 
Otiier 
Allowance for Funds Used During 
Construction 

Variance 
+ $ 42,324 
+ $1,222,823 

J I ^ ^ L ^ $ 216,256 
+ $70,310 

Reference 
Item #1 of Attachraent 2 
Item #2 of Attachment 2 
Item #3 of Attachment 2 
Item #4 of Attachment 2 
Item #5 of Attachment 2 

A comparative summary of the Project's total cost estimate and the current forecasted Project cost is 
provided in Attachment 2 attached hereto, and incorporated herein by reference. 

Increase in MATERIALS costs 

The increase in the Materials costs is $42,324. 

The increase in die cost of Materials is primarily attributed to the increase in the hardware costs 
and associated overhead costs. Based on the Companies' Information Technology and Services 
("TTS") Department personnel working with the hardware vendor, and the database software 
vendor to define and refine the hardware and software requhements for the Oracle application, 
rrS determined that the technical processing and storage requirements for the Oracle version 12 
application needed increased storage and processing capacity. 

Oracle announced in 2007 that a new integrated software product name "Oracle Fusion" would be released in 2008. According 
to Oracle's application strategy, Oracle Fusion would integrate the best features of all of their Human Resources ManagKnent 
System applications (Oracle Ifil Suite, PeopleSoft, JD Edwards and Siebe!) into a new architected software while enhancing 
and maintaining the individual product lines. Oracle is advising thdr HR Suite customers to upgrade to release 12 in order to 
position themsdves for the migration to Oracle Rision. HECO will assess the migration toOracle Fusion within the 
2010-2012 timeframe. 
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Increase in LABOR and related ON-COSTS 

The increase in the Labor and On-Cost costs is $1,222,823. 

The primary reason for the increase in the labor and related on costs was due to die further 
refinement and evaiuation of the amount of labor that would be needed to implement the Project. 
The estimate of labor costs was based on the potential vendors' non-binding responses to die 
Companies' HR Suite RFP issued in 2004 and based on the best available information at that 
time. 

The Companies worked to ftirther refine the scope of work, requirements gaps versus the 
application functionaUties, resource requirements and Project schedules with the assistance from 
the system integrator, experienced consultants and the Companies' Subject Matter Experts. 
These refinements led to an understanding that the Project could not be accomplished in the 
original timeframe and phases as additional labor, both internal and external, was needed to 
accomplish the necessary work over a longer period of time. 

A dedicated project director and budget analyst/administiator were assigned fuU-tiiue to the 
project to manage the Project. Additional SubjectMatter Experts were included into the Project 
team to address the operational processing requireraents and interoperability functionalities. 

Increase in OUTSIDE SERVICES costs 

The increase in the cost of Outside services is primarily attributed to the following factors: 

• An increase of ^ ^ ^ ^ P for external project manageraent services was added for the 
extension to the Project schedule. As noted in the Vendor Selected and Project Scope 
sections, a new system integrator will be selected. The selection process and additional 
gap-analysis and requirements review with the new systera integrator lengthened the Project 
schedule and increased the labor resomrce requirements for the Companies personnel and 
Outsider Services personnel. 

• An increase of ̂ ^ ^ ^ | is for the projected services of the new systera integrator. The 
Companies worked with Xcelicor to refine the scope of work, resource requirements and 
costs estimates for the Project. Additional resources wdl be required to address the 
complexities of the functional requirements and uiteroperabiHty ofthe application to other 
applications. 

• • An increase of $89,158 is for the projected services of Mincom, Limited ("Mhicom") to 
develop and test the integration of the Oracle HR Suite fiinctions to the Ellipse payroll and 
financial fiinctions. The Companies worked with Xceticor and Mincom to refine the scope of 
work and resource requirements for the Project. Additional resources will be required to 
address the complexities of the fimctional requirements and interoperabihty of the Oracle HR 
Suite application to the Ellipse application. 
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An increase of $21,358 is for the projected services of Oracle to install maintenance and 
software fixes for the Oracle HR Suite application. Additional support will be required to 
address the complexities of multiple environments requested by the system integrator during 
the development, testing and training for the project and for the installation and support of the 
base apphcation and server software. 

An increase of ^ ^ ^ ^ is for the projected services of IT consultants and a database 
administrator to develop, maintain, administer and test the Oracle HR Suite application 
software and interfaces to software. Additional resources to address the complexities of the 
functional and technical requirements are required throughout the extended Project schedule. 

An experienced, knowledgeable Oracle HR apphcation database administrator/developer 
("DBA") is required to administer, configure, maintain and test the Oracle HR Suite. The 
cost estimate of Outside Services in the Application and January 25, 2007 update did not 
inciude the services of a DBA. The inclusion of the DBA is a result of the recommendations 
from the system integrator and extemal consultants, and discussions with other customers of 
the Oracle HR application. Tlie purpose and role of the DBA is to provide technical expertise 
for administration ofthe database and Oracle application for the Project. This is the first 
Oracle application software, therefore limited experienced in-house resources are available to 
support this Project. 

An increase of ^ ^ ^ ^ | is for the projected services of additional human resources and 
benefits consultants to address the integration and development of functional interfaces and 
interoperability ofthe Oracle HR Suite apphcation to other applications. 

^ ^ ^ 1 is for the services of an independent third party Auditor and Quality Assurance 
consultant. The cost estimate of Outside Services in the Application and update did not 
include the services of an independent third party Auditor and QA consultant. The inclusion 
of the Auditor and Quality Assurance consultant is a result of recommendations ofthe 
Intemal Audit and Compliance department to provide independent third party oversight of the 
Project and the Project staff, providing recommendations to mitigate risk for the Project. 

An increase of $118,333 is for increased travel costs for the extemal project mangers, system 
integrators and DBA. 

An increase of $41,960 is for increased training costs for the Oracle HR Suite classes for 
implementation, administration and maiatenauce support. 

A decrease of $65,838 in software maintenance costs is a result of the decrease in software 
costs as noted in the Other cost category. 

Increase in the Total Outside Services is I 



DOD-IR-122 
DOCKETNO. 2008-0083 
ATTACHMENT 5 
PAGE 7 OF 9 

The Honorable Chairman and Iv'iembers of the 
Hawati Public Utilities Conunission 

December 14, 2007 
Page? 

Decrease in OTHER costs 

The decrease in the Other costs is $216,256. 

The decrease in the cost of Other is primarily attributed to the decrease in other software. 

The Companies' negotiations with Oracle resulted in acquiring the Oracle HCM software licenses 
within the Project cost estimate provided in the Application. 

Increase in Allowance for Funds Used During Construction (AFUDC) Costs 

The increase in AFUDC costs is $70,310. 

The increase in the cost of the Allowance for Funds Used During Constmction is primarily due to 
the increase in the labor, on-cost, outside services and software costs. 

If you have any questions or if you would like to meet with us, please feel free to contact Dean Matsuura 
at 543-4622 

Sincerely, 

William A. Bonnet 

Attachments 

cc: Division of Consumer Advocacy 
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Q408 
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Q109 

Jan Feb Mar 

5209 
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Initiation & Contracting 

Planning & Analysis 

Design & Configuration 

Buitd, Configure 5 Test 

Integration & System Testing 

Parallel Testing m 

Training 

Go-Live & Transition 
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William A. Bonnet . , - _ „ _ „ cz ^ 
Wee President M a y 2 7 , 2 0 0 8 -^^r^ "^ - y i 
Government & Community AfiaiTs ' ^ L ' ^ ' 

. r o -^ — 
• -TtZr. —J '• 

The Honorable Chairman and Members of the ' r - n^ ! H 
Hawaii Public Utiiities Commission _ •; 

465 South King Stieet, First Floor '." "^ 
Honolulu, Hawaii 96813 o 

Dear Commissioners: 

Subject: Docket No. 2006-0003 
HECO/HELCO/MECO Human Rissources S^ite System Interim Supplemental Report 

In accordance with Decision and Order No. 23413 C'D&O 23413") filed May 3,2007, in Docket 
No. 2006-0003, Hawaiian Electric Company, Inc. ("HECO'*), Hawaii Electric Light Company, Inc. 
("HELCO"), and Maui Electric Company, Limited ("MECO") (collectively the "Companies") 
respectfidiy subnet the Human Resources Suite System project ("HR Suite" or 'Troject") interim 
supplemental report with the name ofthe contractor selected, the scope, Junctional requirements, and the 
updated cost ofthe HR Suite project.̂  This filing is for notification purposes pursuant to the D&O 23413 
(Section I.C, page 13), dated May 3, 2007 and is not intended to result in any immediate regulatory 
action. 

The Companies have selected Solboume Computer Inc. ("Solboume") as the application system 
implementer. Solboume wUl be providing consulting services relating to the design, configuration, 
product modification, system integration and implementation of Oracle USA Inc.'s ("Oracle") Human 
Capital Management ("HCM" or "HR Suite") ^ software to meet the companies requirements as described 
in the Companies' Request for Proposal ('*RFP") . The scope of the Project and the functional 
requirements are discussed in the "Project Scope" and "Functionality" sections below. In addition, the 
Companies have updated the Project cost in the "Project Cost Estimate" section below. 

Vendor Selected 

As mentioned above, the Companies selected Solboume as one of the vendors for this Project. 

D&O 23413 required the Companies to file within thirty (30) days following the signing of a contract with the vendor (i-e. 
software bid awarded and contract with project vendor executed), an intenm supplemental report that indudes "tbe name of 
the contractor selected, the scope of tbe contiact, functional requirements, and cost of the Project." D&O 23413 at 13 and 26. 
The Companies executed a services contract with Solboume on April 25,2008. Thirty days frora April 25,2Q08 is May 25, 
2008. Since May 25, 2008 is a Sunday, U)is report is beang iiled on May 27,2008, the next business day. 
Oracle is ihe HR Suite software licensing entity. 
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The signed HR Suite vendor contract is for a fixed HR Suite Vendor software service cost of j 

As stated iu the Companies' interim supplemental report filed with the Commission and 
Consumer Advocate on December 14, 2007 ( '̂December 14, 2007 Report"), | 

|, a Request for Proposal for 
Implementation Services ('Itrnplementation RFP") was issued in November 2007 and Solboume was 
selected as die new system integrator in Febmary 2008. 

Based on the evaluation of the aggregate scores of the strengths, weaknesses and risks of the 
vendors, Solboume was selected as the overall systera integrator/implementer to provide Oracle 
application system implementation services, knowledge transfer and remote database implementation and 
support. Solboume is able to provide Oracle application database support thereby minimizing die 
complexity, cost and risk of providing database maintenance and support by an additional third party 
consultant. 

Proiect Scope 

As noted in the December 14,2007 Report, the project scope of the HR Suite remains the same as 
submitted in the Companies' apphcation fded on January 3, 2006 m the proceeding ("Application"). 
However, as stated in the Companies' Application, the proposed implemeaitation of the Project was 
approached in two phases, with the first phase focusing on the operational components of the systera to 
meet the Companies' processing requirements, followed by the strategic components to facilitate process 
and data quality improvement 

Since the fiUng of the Application, the implementation of the Project has changed. B^ed on 
compliance and business requirements and functional interoperabihty requirements, t ie Project will be 
implemented in one phase with all modules implemented together. This will minimize the risks 
associated with a partial installation ofthe application suite. Also, as noted m the Vendor Selected 
section, the Companies selected a new system integrator for implementation services. Therefore, the 
Project schedule has been extended to 22 months as shown in Attachment 1 attached hereto, and 
incorporated herein by reference. 

The proposed implementation of the Project can be generally broken down into three stages: (1) 
the purchase of the hardware and software for die Project, which includes the purchase of a new third 
party vendor HR Suite software, the purchase of the associated support system software and hardware for 
the system, and system integrator evaluation and selection; and (2) the HR Suite implementation and 
configuration process, which includes software installation, requirements gap-analysis, system design, 
system configuration and configuration testing, system modification and modification testing, system 
integration and integration testing, data conversion, employee training and deployment; and (3) post-
implementation support. 

In general, the Project scope includes, but is not Umited to, the following major activities: 

1. HR Suite Selection (Stage 1) - Completed 
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2. 

• Review and confirm the functionalities and features of the selected software application, 
Oracle Human Resources e-Business Suite, to be more explicit and discrete in August to 
September 2007 

• Purchase the selected software apphcation, Oracle HCM, in November 2007 
• Review and confirm the implementation services of the selected vendor in September to 

October 2007* 
• Integrator/implementer consultant selection based on the Companies' due dUigence efforts 

which are performed to mitigate the overall risk ofthe Project 
o Development and issuance of the Implementation RFP to potential vendors in October to 

November 2007 
o Scenario demonstrations of the two finalists vendor's services and staff and selection of 

finalist vendor in January to February 2008 
o Negotiations with finalist vendor, assistance from experienced consultants, input from the 

Companies' Subject Matter Experts, to develop, define and agree upon the following 
items (January - April 2008): 
» Detailed tasks, activities, labor resource requirements and responsible parties 
• Commercial terras 
• Fixed fee financial arrangements 
• Authorize contracts 

Implementation (Stage2)-inprogress 
• Installation of the base HR Suite product by Oracle USA hic. 
• Analysis and design of the selected apphcation to integrate into the Companies' current 

systera 
o Familiarizing and definuig the Companies requuements to the implementation 

consultants 
o Familiarisang the Project's team rcembers in the HR Suite product features, functions, 

architecture and technology 
o Conducting solution confirmation (gap analyses) session to design the Companies' 

chosen path using the selected system 
o Defining and developing data conversion stiategies and specifications 
o Defining toterface stiategies and developing system specifications 

• Construction and Testing 
o Configuring and developing HR Suite 
o Testing the HR Suite functional modules 
o Developing and testing data conversion 
o Developing and testing interfaces and interoperability with other Companies' systems 
o Conducting performance, integration and user acceptance tests 
o Developing HR Suite production additions 
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• Deployment 
o Conducting end-user training 
o Conducting pre-go-live tests 
o Migrating HR Suite to production 
o Employment of new HR Suite^ 

3. Post Implementation Support (Stage 3) 
• Support production operations 

Functjonality 

The functional and technical requirements ("frinctional requirements") of the HR Suite version 11 remain 
the same as submitted in the Application. However, since the filing ofthe Application, Oracle has come 
out with a new version of the HR Suite apphcation. The Companies successfully negotiated with Oracle 
to t&ceive the new version 12 at the same software price as version 11. 

The Companies will be working with the new system integrator to ftirther analyze and refine the 
application software with the fimctional requiremente. 

Projject Cost Estimate 

As stated in the Corapanies' Deceraber 14,2007 Report, the Companies' estimate for the HR Suite 
Project was ̂ ^ ^ ^ H j - ^ This cost estimate was based on completing the Project in 22 months with 
associated labor and outside consulting services cost increases. 

The Companies now estimate diat the forecasted Project cost will be approximately ̂ ^ ^ ^ ^ which is 
^ ^ ^ ^ 1 more than the amount estimated in the Deceniber 14, 2007 Repeat. In addition, the current 
estimate is approximately ^ ^ ^ ^ H above the initial project forecast of $6,341,113. The net increase 
from the December 14, 2007 Report is primarily attributed to the foUowmg factors: 

In-service date of the HR Suite project is targeted for April 2009. 
Oracle annoiuiKMl in 2007 that a new integrated software product name "Oracle Fusion" would be released in 2008. According 
to Oracle's application strategy, Oracle Fusion would integrate the best features of all of tbear Human Resources Management 
System applications (Oracle HB, Suite, PeopleSoft, JD Edwards and Siebd) into a new architected software while enhancing 
and maintaining the individuai product lines. Oracle is advising their HR Suite customers to upgrade to release 12 in order to 
position themselves for Hit migration to Oracle Fusion. HECO will assess the migration to Orade Fusion within file 
2010-2012 timeframe. 
On December 14,2007, the Companies filed an biterim Supplemental Report with tbe Commission (the "December 14,2007 
Report"), which provided inforaiadon regarding the selection of Oracle as one ofthe vesidors, as well as information in regards 
to the cost estimate (see Attachment 2 to the December 14,2007 Report) for the HRSuUeproject. Tlie cost estimatefo^he 
HR Suite project in the December 14,2007 Report v/ss estimated at approximately ̂ ^ ^ ^ ^ , or a net increase of ^ ^ ^ ^ B 
above the approved (see D&O 23413) amomit of $6,341,113. The net mcrease ouflinedin the DecenAer 14, 2007 Report was 
due to 1) increased material costs; 2) higher than estimated labor and related on-costs; 3) higher than estimated outside services 
costs; 4) lower than esdmatsd costs for other software; and 5) higher than estimated AFUDC costs. An explanadon ofthe 
overall net increase was provided in ^ e December 14,2007 Report. 
The cost estimate for the HR Suite Project was $6,341,113 as approved in Decision and Order No. 23413 in this Docket No. 
2006-0003, The cost estimate was based on completing the Project in 12 months with Uie technology and available software 
functionality at the time of the Application. 
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Category 
Material 
Labor and related On-Costs 
Outside Services 
Otiier 
Allowance for Funds Used During 
Constmction 

Variance 
+ $ 16,474 
- $ 48,587 
^ ^ ^ ^ M 
•f $ 57,708 
+ $ 63.378 

Reference 
Item #1 of Attachment 2 
ftem #2 of Attachment 2 
Item #3 of Attachment 2 
Item #4 of Attachment 2 
Item #5 of Attachment 2 

A comparative sununary of the Project's total cost estimate approved in D&O 23413, in the December 14, 
2007 Report and the cuaent forecasted Project cost is provided in Attachment 2 attached hereto, and 
incorporated herein by reference. 

1. Increase in MATERIALS costs 

The mcreased estimate in (he Materials costs from the December 14, 2007 Report is $16,474, As 
noted in the December 14,2007 Report, the original estimated material cost was $312,308, and 
the December 14, 2007 Report updated cost estimate was $354,632. The current cost estimate of 
$371,106 is an increase of $16,474 from the December 14, 2007 Report estimate and an increase 
of $58,798 from the cost estimate approved in D&O 23413. See Attachment 2. 

The increase in the cost of Materials is primarily attributed to the increase in the hardware costs 
and associated overhead costs. Based on the Companies' Information Technology and Services 
("ITS") Department persoimel working with the hardware vendor, and the database software 
vendor to define and refine the hardware and software requirements for the Oracle application, 
ITS determined that the technical processing and storage requireraents for die Oracle version 12 
apphcation needed inoreased storage and processing capacity. 

2. Decrease in LABOR and related ON-COSTS 

The net decrease in the Labor and On-Cost costs from the December 14,2007 Report is $48,587. 
As noted in the December 14,2007 Report, the original estimated Labor and On-cost costs was 
$1,479,297, and the December 14, 2007 Report updated cost estimate was $2,702,120. Tlie 
current cost estimate of $2,653,533 is a decrease of $48,587 from the December 14, 2007 Report 
estimate and an increase of $1,174,236 from the cost estimate approved in D&O 23413. See 
Attachment 2. 

The primary reason for the increase in the labor and related on costs was due to the further 
refinement and evaluation of the amount of labor estimated to implement the Project. The 
estimate of labor costs was based on the potential vendors' non-binding responses to the 
Companies' HR Suite RFP issued in 2004 and based on the best available information at that 
time. 

The Compames worked to ftirther refine the scope of work, requirements gaps versus the 
application fonctionahties, resource requirements and Project schedules with the assistance from 
the system integrator, experienced consultants and the Companies' Subject Matter Experts. 
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These refinements led to an increase in the number of resources assigned to assist the project and 
a decrease in the overhi^d costs due to financial and accounting refinements. 

3. Increase in OUTSIDE SERVICES costs 

The increase in the cost of Outside Services from the December 14, 2007 Report i s ^ ^ ^ | . As 
noted in the December 14, 2007 Report, the original estimate for Outside Services costs was 
^ ^ ^ ^ B , and the December 14,2007 Report updated cost estimate was ^ ^ ^ ^ ^ . The 
current cost estimate of ̂ ^ ^ ^ ^ H i s a n increase c^ ̂ ^ ^ | from the December 14,2007 Report 
estimate and an i n c r e a s e ^ ^ ^ ^ ^ ^ from the cost estimate approved in D&O 23413. See 
Attachment 2. 

The cost increase is primarily attributed to the following factors: 

• An increase of ̂ ^ ^ | is for the projected services of outside counsel to provide independent 
thhrd party oversight for the Project staff, providing recommendations to mitigate risk for the 
Project 

• An increase of ̂ ^ ^ | is in software maintenance costs as a result of the mcrease in software 
costs as noted in the Other cost category 

• A decrease of ̂ ^ ^ | for the projected services of additional human resources consultants to 
address the integration and development of fimctional interfaces and interoperability of the 
Oracle HR Suite application to other applications. 

4. Increase in OTHER costs 

The increase in the Other costs from the December 14,2007 Report is $57,708. As noted in die 
December 14,2007 Report, the original estimated Other costs was $1,274,167, and the December 
14, 2007 Report updated cost estimate was $1,057,911. The current cost estimate of $1,115,619 is 
an increase of $57,708 frora the December 14,2007 Report estinmte and a decrease of $158,548 
from the cost estimate approved in D&O 23413. See Attachment 2. 

The increase in the cost of Other is primarily attributed to the acquisition of the Oracle User 
Productivity Kit ("UPK") software diat was recommended by the system implementer vendors in 
their Implementation RFP proposals, and other system software required to operate the Oracle 
HCM application.' 

5. Increase in Allowance for Funds Used During Construction (AFUDC) Costs 

The increase in AFUDC costs frora die December 14, 2008 Report is $63,378. As noted in the 
December 14, 2007 Report, the original estimated AFUDC costs was $178,571, and the 

g 
The Con^anies" negotiations with Oracle resulted in acquiring the Orade HCM software licenses within the Project cost 
estimate provided in fiie AppHcation. Included in the contract WCTC "price holds'* for future Oracle software modules that may 
be acquired. 
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December 14, 2007 Report updated cost estimate was $248,881. The current cost estimate of 
$312,259 is an increase of $63,378 from the December 14, 2007 Report estimate aud an increase 
of $133,688 from die cost estimate approved in D&O 23413. See Attachment 2. 

The increase in the cost of the Allowance for Funds Used During Construction is primarily due to 
the increase in the labor, outside services and software costs. 

If you have any questions or if you would like to meet with us, please feel free to contact Dean Matsuura 
at 543-4622 

Sincerely, 

Attachments 

cc; Division of Consumer Advocacy 
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TTie Honorable Chairman and Members of the 
Hawaii Pubhc Utilities Commission 

465 South Kmg Stieet, First Boor 
Honolulu, Hawaii 96813 

Dear Commissioners; 

Subject: Docket No. 2006--0003 
HECO/HELCO/MECO Human Resources Suite Systera 
Interim Supplemental Report (May 27. 2008) - Amended 

OCX; 

rn 
oo 

T l 
fN5 

V 

CD 
CO 

.?~"''i?^ 

On May 27, 2008, in accordance with Decision and Order No. 23413 ("D&O 23413") filed May 
3, 2007, in Docket No. 2006-0003, Hawaiian Electiic Company. Inc. ("HECO"), Hawaii Electric Light 
Corapany, Inc. ("HELCO"), and Maui Hectiic Company, Limited ("MECO") (collectively the 
"Companies") respectfully submitted the Human Resources Suite System project ("HR Suite" or 
"Project") interim supplemental report with the name of the contiactor selected, the scope, functional 
requireraents, and the updated cost of the HR Suite project.̂  This fding was for notification puiposes 
pursuant to the D&O 23413 (Section I.C, page 13), dated May 3, 2007 and was not mtended to resuU in 
any immediate regulatory action. Since the filing ofthe May 27, 2008 interim supplemental report ("May 
27, 2008 Report"), the Companies discovered that the May 27,2008 Report contained incorrect project 
costs figures. Project costs for AFUDC, labor, overhead, consulting services and software were 
incorrectiy stated and assigned to inappropriate cost categories. In this letter the Companies have 
corrected these figures. Accordingly, this letter amends the May 27,2008 Report. 

As stated in the May 27, 2008 Report, the Companies have selected Solboume Computer Inc. 
("Solboume")^ as the application systera implementer. Solboume will be providing consulting services 
relating to the design, configuration, product modification, system iategration and implementation of 
Oracle USA Inc.'s ("Oracle") Human Capital Management ("HCM" or "HR Suite") ^ software to meet 
the corapanies requirements as described in die Corapanies' Request for Proposal ("RH*"). The scope of 
the Project and the functional requireraents are discussed in the "Project Scope" and "Functionality" 

D&O 23413 required the Companies to file within thirty (30) days following the signing of a contract with the vendor (i.e. 
software bid awarded and contract with project vendor executed), an intaira supplemental report that includes "the name of 
the contractor selected, the scope ofthe contract, functional requirements, and cost of tbe Project" D&O 23413 at 13 and 26. 
The Compames executed a services contract with Solboume on April 25,2008. TMrty days &om April 25, 200S is May 25, 
2008. Since May 25. 2008 is a Sunday, the May 27, 2008 report was timely filed on the next business day. 
On June 2, 2008 Solboume informed (he Companies that Deloitte Consuidng LLP, a subsidiary of Deloitte & Touche USA 
LLP ("Deloitte") will be acquiring substantially aU of the assets, including current contracts, of Solboume in an agreement 
signed on May 30,2008. Transition to Deloitte is expected to be completed by July 11,2008. 
Oracle is the HR Suite software licensing entity. 
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sections below. In addition, the Corapanies have updated die Project cost ra the "Project Cost Estimate" 
section below. 

Vendor Selected 

As mentioned above, the Companies selected Solboume as one of the vendors for this Project. 
The signed HR Suite vendor contract is for a fixed HR Suite Vendor software service cost of | 

As stated in the Companies' interim supplemental report filed with the Commission and 
Consumer Advocate on December 14, 2007 ("December 14, 2007 Report"), j ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ B 
^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ B H Subsequent to that termination, a Request for Proposal for 
Implementation Services ("Implementation RFP") was issued in November 2007 and Solboume was 
selected as the new system integrator in February 2008. 

Based on the evaluation of the aggregate scores of the stiengths, wealaiesses and risks of the 
vendors, Solboume was selected as the overall system integrator/implementer to provide Oracle 
apphcation systera irapleraentation services, knowledge transfer and remote database implementation and 
support. Solboume is able to provide Oracle application database support thereby minimizing the 
complexity, cost and risk of providing database maintenance and support by an additional third party 
consultant. 

Proiect Scope 

As noted in the December 14, 2007 Report, the project scope of the HR Suite remains the sarae as 
submitted in the Companies' application filed on January 3, 2006 in the proceeding ("Application"). 
However, as stated in the Companies' AppUcation, the proposed implementation of the Project was 
approached in two phases, widi the first phase focusiag on the operational components of the system to 
meet the Companies' processing requirements, followed by the strategic components to facilitate process 
and data quahty improvement. 

Since the fding of the Apphcation, the irapleraentation of the Project has changed. Ba^ed on 
compliance and business requirements and functional interoperabihty requirements, the ProJK:t will be 
implemented in one phase with all modules implemented together. This wdl minimize the risks 
associated with a partial installation of the apphcation suite. Also, as noted in the Vendor Selected 
section, the Companies selected a new system integrator for implementation services. Therefore, the 
Project schedule has been extended to 22 months as shown in Attachment 1 attached hereto, and 
incorporated herein by reference. 

The proposed implementation of the Project can be generally broken down into three stages: (1) 
the purchase of the hardware and software for the Project, which includes the purchase of a new third 
party vendor HR Suite software, the purchase of the associated support systera software and hardware for 
the system, and system integrator evaluation and selection; and (2) the Iffi. Suite implementation and 
configuration process, which includes software installation, requireraents gap-analysis, systera design, 
system configuration and configuration testing, systera raodification and raodification testing, system 
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integration and integration testing, data conversion, employee training and deployment; and (3) post-
implementation support. 

hi general, the Project scope includes, but is not limited to, the following major activities; 

1. HR Suite Selection (Stage 1) - Completed 
• Review and confirm the functionalities and features of the selected software application, 

Oracle Human Resources e-Business Suite, to be more exphcit and discrete rn August to 
September 2007 

• Purchase the selected software application, Oracle HCM, in November 2CK)7 
• Review and confirm the implementation services of the selected vendor m September to 

October 2007 ^ 
, • Integrator/implementer consultant selection based on die Companies' due dihgence efforts 

which are performed to roirigate the overall risk of the Project 
o Development and issuance of the Implementation RFP to potential vendors in October to 

November 2007 
o Scenario demonstrations of the two finafists vendor's services and staff and selection of 

finahst vendor in January to February 2008 
o Negotiations with finalist vendor, assistance from experienced considtants, input from the 

Companies' Subject Matter Experts, to develop, define and agree upon the followmg 
items (January - April 2008): 
» Detailed tasks, activities, labor resource requirements and responsible parties 
• Commercial terms 
" Fixed fee financial arrangements 
• Audiorize contiacts 

2. Implementation (Stage 2) - hi progress 
• Installation of the base HR Suite product by Oracle USA hic. 
• Analysis and d^ign of the selected apphcation to integrate into the Companies' current 

system 
o Familiarizing and defining the Companies requkements to the iraplementation 

consultants 
o Familiarizing the Project's team members in the HR Suite product features, fiinctions, 

architecture and technology 
o Conducting solution confirmation (gap analyses) session to design the Cornpanies' 

chosen path using the selected system 
o Defining and developing data conversion strategies and specifications 
o Defining interface strategies and developing system specifications 

• Construction and Testing 
o Configuring and developing HR Suite 
o Testing the HR Suite fimctional modules 
o Developing and testing data conversion 
o Developing and testing interfaces and interoperability with ofher Companies' systems 
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o Conducting performance, integration and user acceptance tests 
o Developing HR Suite production additions 

• Deployment 
o Conducting end-user trainiag 
o Conducting pre-go-live tests 
o Migrating HR Suite to production 
o Employment of new HR Suite^ 

3. Post Impiementation Support (Stage 3) 
• Support production operations 

Functionality 

The fimctional and technical requirements ("functional requirements") of the HR Suite version 11 remain 
the same as submitted in the Apphcation. However, since the fiiing of the Application, Oracle has come 
out with a new version of the HR Suite apphcation. The Corapanies successfully negotiated with Oracle 
to receive the new version 12 at the same software price as version 11.'' 

The Companies will be working with the new systera integrator to further analyze and refine the 
apphcation software with the functional requirements. 

Project Cost Estimate 

As stated in di^orapanies' Deceraber 14,2007 Report, the Companies' estimate for the HR Suite 
Project was | | ^ | ^ | | | - ^ This cost estimate was based on completing the Project in 22 months with 
associated labor and outside consulting services cost increases. ^ 

The Corapanies now estimate that the forecasted Project cost will be approximately JlHJjjjj^B which is 
^ ^ ^ H more than the amount estimated in the December 14, 2007 Report. In addition, the current 

In-service date of the HR Suite project is targeted for April 2009. 
Oracle announced in :^07 that a new integrated software product name "Oracle Fusion" would be released in 2008. According 
to Oracle's application strategy, Oracle Fusion would integrate the best features of aU of their Human Resources Management 
System applications (Oracle HR Suite, PeopleSoft, JD Edwards and Siebel) into a new architected software while enhancing 
and maintaining the individual product lines. Oracle is advising their HR Suite customers to upgrade to release 12 in order to 
position themsdves for the migration to Oracle Fusion. HECO wiU assess the migration to Oracle Fusion within the 
2010-2012 dmeframe. 
On December 14, 2007, the Corrrpanies filed an Interim Supplemental Report with the Commission (tbe "Decen^er 14,2007 
R^ort"), which provided information regarding the selection of Oracle as one of the vendors, as well as infonnation in regards 
to die cost estimate (see Attachment 2 to the December 14,2007 Report) for the HR Suite project. The cost estimate for the 
HR Suite project in the December 14,2007 Report was estimated at approximately^^^^^| , or a net increase ^ ^ ^ ^ ^ ^ ^ | 
above the approved (see D&O 23413) amount of $6,341,113. Tlie net increase oudined in the December 14,2007 Report was 
due to 1) increased material costs; 2) higher than estimated labor and related on-costs; 3) hi^er than estimated outside services 
costs; 4) lower than estimated costs for other software; and S) highea: than estimated AFUDC costs. An explanation of the 
overall net increase was provided in die December 14, 2007 Report. 
The cost estimate for the HR Suite Project was $6,341,113 as approved in Decision and Order No. 23413 in this Doctet No. 
2006-0003. The cost estimate was based on completing the Project in 12 months with Qie technology and available software 
functionality at the time ofthe Application. 
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estimate is approximately ^ ^ ^ ^ ^ above the initial project forecast of $6,341,113. The net increase 
from the December 14, 2007 Report is primarily attiibuted to the following factors: 

Category 
Material 
Labor and related On-Costs 
Outside Services 
Other 
Allowance for Funds Used During 
Constmction 

Variance 
+ $ 16,474 
- $ 18,487 

H ^ ^ B 
+ $ 48,438 
+ $6,519 

Reference 
Item #1 of Attachment 2 
Item #2 of Atiachraent 2 
Item #3 of Attachment 2 
Item #4 of Attachment 2 
Item #5 of Attachment 2 

A comparative summary ofthe Project's total cost estimate approved in D&O 23413, in the December 14, 
2007 Report and the current forecasted Project cost is provided in Attachraent 2 attached hereto, and 
incorporated herein by reference. 

The decrease in the total project costs as compared to the interim supplement report submitted on May 27, 
2008 is attributed mainly to the change in AFUDC, labor and related On-Costs. Other changes are 
attributed to refinements in the estimates for consulting, software and related overhead costs. 

1- Increase in MATERIALS costs 

The increased estimate in the Materials costs from the December 14, 2007 Report is $16,474. As 
noted in the Deceraber 14, 2X)07 Report, the original estimated material cost was $312,308, and 
the December 14, 2007 Report updated cost estimate was $354,632. The current cost estimate of 
$371,106 is an increase of $16,474 from the December 14, 2007 Report estimate and an increase 
of $58,798 from the cost estimate approved in D&O 23413. See Attachment 2. 

The increase in the cost of Materials is primarily attributed to the increase in the hardware costs 
and associated overhead costs. Based on the Companies' Information Technology and Services 
('TTS") Department personnel working with the hardware vendor, and the database software 
vendor to define and refine the hardware and software requirements for the Oracle application, 
r r S determined that the technical processing and storage requirements for the Oracle version 12 
application needed increased storage and processing capacity. 

2. Decrease in LABOR and related ON-COSTS 

The net decrease in the Labor and On-Cost costs from the December 14, 2007 Report is $18,487. 
As noted in the December 14, 2007 Report, the origmal estimated Labor and On-cost costs was 
$1,479,297, and the Deceraber 14, 2007 Report updated cost estimate was $2,702,120. The 
current cost estimate of $2,683,633 is a decrease of $18,487 from the December 14, 2007 Report 
estimate and an increase of $1,204,336 from the cost estimate approved in D&O 23413. See 
Attachment 2. 

The primary reason for the increase in the labor and related on costs was due to the fiuther 
refinement and evaluation of the amount of labor estimated to implement the Project. The 
estimate of labor costs was based on the potential vendors' non-binding responses to the 
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Companies' HR Suite RFP issued in 2004 and based on the best avaflable information at that, 
tirae. 

The Companies worked to ftirther refine the scope of work, requirements gaps versus the 
application fimctionaUties, resource requirements and Project schedules with the assistance from 
the system mtegrator. experienced consultants and the Companies' Subject Matter Experts. 
These refinements led to an increase in the number of resources assigned to assist the project and 
a decrease in the overhead costs due to financial and accounting refinements. 

3. Increase in OUTSIDE SERVICES costs 

The increase in the cost of Outside Services from the December 14, 2007 Report is ^ ^ ^ | . As 
noted in the December 14, 2007 Report, the original estnnate for Outside Services costs was 
^ ^ ^ ^ ^ , and the December 14, 2007 Report updated cost estimate was ̂ ^ ^ ^ B - "^^ 
current cost estimate of ̂ ^ ^ ^ ^ ^ i s a n increase of ̂ ^ ^ | from the December 14, 2007 Report 
estimate and an increaseof^^^^^ | from the cost estimate approved in D&O 23413. See 
Attachment 2. 

The cost increase is primarily attributed to the following factors: 

• An increase of ̂ ^ ^ ^ is for the projected services of outside counsel to provide independent 
third party oversight for the Project staff, providing recommendations to mitigate risk for the 
Project. 

• An increase of ̂ ^ ^ | is in software maintenance costs as a result of the increase in software 
costs as noted hi the Other cost category 

• A decrease of ^ ^ ^ B for the projected services of additional human resources consultants to 
address the uitegration and development of functional interfaces and interoperabdity of the 
Oracle HR Suite apphcation to other applications. 

4. Increase in OTHER costs 

The increase in the Other costs from the Deceraber 14,2007 Report is $48,438. As noted in die 
December 14, 2007 Report, the origmal estimated Odier costs was $1,274,167, and the December 
14, 2007 Report updated cost estimate was $1,057,911. The current cost estimate of $1,106,349 is 
an increase of $48,438 frora the December 14, 2007 Report estimate and a decrease of $167,818 
frora the cost estimate approved in D&O 23413. See Attachraent 2. 

The increase in the cost of Other is primarily attributed to the acquisition of the Oracle User 
Productivity Kit ("UPK") software that was recommended by the system implementer vendors in 
their Implementation RFP proposals, and other systera software required to operate the Oracle 
HCM application.'° 

Tlie Companies' negotiations with Oracle resulted in acquiring the Oracle HCM software licenses within fee Project cost 
esti mate provided in the Application. Included in the contract were "price holds" for future Oracle software modules that may 
be acquired. 
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5. Increase in Allowance for Funds Used During Construction (AFUDC) Costs 

The increase in AFUDC costs from die December 14, 2008 Report is $6,519. As noted in the 
December 14, 2007 Report, the original estimated AFUDC costs was $178,571, and the 
December 14, 2007 Report updated cost estimate was $248,881. The current cost estimate of 
$255,400 is an increase of $6,519 from the December 14, 2007 Report estimate and an increase 
of $76,829 from the cost estimate approved in D&O 23413. See Attachment 2. 

The increase in the cost of the Allowance for Funds Used During Constmction is primarily due to 
the increase in the labor, outside services and software costs. 

If you have any questions or if you would like to meet with us, please feel free to contact Dean Matsuura 
at 543-4622 

Sincerely, 

Attachments 

cc: Division of Consumer Advocacy 
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The Honorable Chairman and Members ofthe 
Hawaii Pubhc Utihties Commission 

465 Soudi King Stieet, First Hoor 
Honolulu, Hawaii 96813 

Dear Commissioners: 

Subject: Docket No. 2006-0003 
HECO/HELCO/MECO Human Resources Suite Svstem Notification Letter 

In accordance with Decision and Order No. 23413 ("D&O 23413") filed May 3, 2007, in Docket 
No. 2006-0003, Hawaiian Electric Company, Inc. ("HECO"), Hawaii Electric Light Company, Inc. 
("HELCO"), and Maui Electric Company, Limited ("MECO") (collectively the "Companies") 
respectfidly submit the Human Resources Suite System project ("HR Suite" or 'Troject") interim 
supplemental report with the updated schedule Mid cost of the HR Suite project.' This filing is for 
notification purposes pursuant to the D&O 23413 (Section LC, page 13), dated May 3, 2007 and is not 
intended to result in any immediate regulatory ^t ion. 

Since the D&O 23413 fded on May 3, 2007, interim supplemental reports have been submitted 
for the Project as follows: 

1) December 13, 2007 - Software vendor selection and Project cost update 
2) May 27, 2008 - Apphcation system implementer selection aud Project cost update 
3) June 27, 2008 - Correction to May 27,2008 Project cost update 

Since the fihng of the June 27, 2008 interim supplemental report (May 27,2008) - amended 
("June 27, 2008 Report"), the hardware and disk storage requirements have increased, consulting services 
hours for interface development have increased Mid die project schedule has changed resulting in an 
increase in total project cost ofmUmmilJII which is a ^ ^ ^ B increase over the previous June 27, 2008 
Report. The scope of the Project and the functional requirements remain the same and are discussed in the 
"Project Scope" and "Functionality" sections below. The increase in Project costs are discussed in the 
"Project Cost Estimate" section below. 

D&O 23413 required the Companies to file notification letters wiQi the Comimssion and the Consumer Advocate if and when 
there is a significant change in eidia: the functionality or cost ofthe Project, from the baseline functionality or cost resulting 
&om the gap fit analysis which wiU be conducted by the Companies following project initiation. The term "significant" is 
defined as an increase oi decrease in functionality beyond the functionality identified as a result of the gap fit analysis or an 
increase or decrease in projected cost of die Project {as stated in the .^plication or most recent estimate of the Project cost) of 
over five percent (5%). The Project cost has increased b y ^ ^ | since the June 27, 2008 interim supplemental report (May 
27, 2008) - amended. 
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Project Scoue 

As noted in the June 27, 2008 Report, tlie project scope of the HR Suite remains the same as 
submitted in the Companies' apphcation filed on January 3, 2006 in the proceeding ("Application"). As 
stated in the June 27, 2008 Report, the proposed implementation ofthe Project was approached in one 
phase, with all modules implemented together. 

Since the fihng of the June 27, 2008 Report, the implementation of the Project has changed. 
Based ou functional uiteroperability requirements discovered during detailed technical analysis and 
design with uitegration consultants, Mincom, hic, and Deloitte Consulting, LLP ,̂ the Project will be 
implemented in two phases, with the first phase focusiag on the foundational component of the system, 
human resources, benefits administration and compensation; foUowed by the operational components, 
such as leave management administration, rccnutment administration, training administiation, and 
employee self-service, in the second phase. This wili optimize the HR Suite Project resources, promote 
knowledge tiansfer to aU employees, and allow phase-in of apphcation operational features thereby 
minimizing the risks associated with midtipie operational implementations. The two-phased 
implementation approach has extended the project schedule from 22 montiis to 26 months as shown in 
Attachraent 1 attached hereto, and incorporated herein by reference. 

The revised two-phase implementation of the Project can be generally broken down into three 
stages in the first phase: (1) the purchase of Uie hardware aud software for the Project, which includes the 
purchase of a new third party vendor IIR Suite software, the purchase of die associated support system 
software and hardware for the system, and system integrator evaluation and selection; and (2) the HR 
Suite hnplementation and configuration process, which includes software installation, requirements gap-
analysis, system design, systera configuration and configuration testing, system modification and 
modification testing, system integration and integration testing, data conversion, employee training and 
deployment; and (3) post-implementation support; and two stages ' in the second phase: (1) continued HR 
Suite implementation and configuration for operational components, which includes system design, 
system configuration and configuration testing, system modification and modification testing, system 
integration and integration testing, data conversion, employee tiaining and deployment; and (2) post-
unplementation support. 

ha general, the Project scope includes, but is not limited to, the following major activities: 

1. HR Suite Selection (Phase 1, Stage 1) - Completed 
• Review and confirm the functionalities and features of the selected software application, 

Oracle Human Resources e-Business Suite, to be more exphcit and discrete in August to 
September 2007 

• Purchase the selected sofEwaie apphcation, Oracle HCM, in November 2007 

On June 2,2008 Solboume Conjputer Inc. informed the Companies that Deloitte Consulring 1,1 P. a subsidiary of Deloitte &. 
Touche USA LLP ("Deloitte") wiE be acquiring substantially all of l ie assets, including current contracts, of Solboume in an 
agreement signed on May 30, 2008. The transition to Deloitte was completed on July 17, 2008. 
In Phase 2 there are only two stages versus three stages in Phase 1. To adhere to accounting and financial categorizations of 
activities and to maintain a consistency between the stage names in each phase, the Phase 2 stages will start with "Stage 2" 
wluch includes continued configuration, modification and testiug. All "Stage 1" activities such as software selection and 
consultant selection for developmrait/'installation of sdectcd product have been completed in Phase I. 



Confidential Information Deleted DOD-IR-122 
Pursuant To Protective Order. Filed on I ^ ^ ^ ^ T NO. 2008-0083 
November21, 2008. ATTACHMENTS 

PAGE 3 OF 29 

The Honorable Chairman and Members ofthe 
Hawaii Public Utihties Commission 

December 12, 2008 CONFIDENTIAL 

^^^^ ^ Subject To Protective Order 

• Review and confirm the iraplementation services of the selected vendor In September to 
Octiiber 2007 " 

• Integrator/implementer consultant selection based on the Companies' due dihgence efforts 
which are performed to mitigate the overall risk of the Project 
o Development and issuance of the Implementation RFP to potential vendors in October to 

November 2007 
o Scenario demonstradons ofthe two finalists vendor's services and staff and selection of 

finahst vendor in January to February 2008 
o Negotiations wilh fraahst vendor, assistance from experienced consultants, input from the 

Companies' Subject Matter Experts, to develop, defme and agree upon the following 
items (January - April 2008): 
• Detailed tasks, activities, labor resource requirements and responsible parties 
• Commercial terms 
• Fixed fee financial arrangemerits 
• Authorize contracts 

2. Implementation (Phase 1, Stage 2) ~ In progress 
• Installation of the base HR Suite product by Oracle USA Inc. 
• Analysis and design of die selected apphcation to integrate into the Companies' current 

system 
G Familiarizing and dcfraing die Companies requurements to the implementation 

consultants 
o Familiarizing the Project's team members in the HR Suite product features, functions, 

architecture and technology 
o Conducting solution confirmation (gap analyses) sessions to design the Companies' 

chosen path using the selected system 
o Defining and developing data conversion strategies and specifications 
o Defining interface strategies and developing system specifications 

• Construction and Testing 
o Configuring and developing HR Suite 
o Testing the HR Siute functional modules 
o Developing and te,sting data conversion 
o Developing and testing interfaces and interoperability with other Companies' systems 
o Conducting performance, integration and user acceptance tests 
o Developing HR Suite production additions 

• Deployment 
o Conducting end-user tiaining 
o Conducting prc-go-livc tests 
o Migrating F[R Suite to production 
o Employment of new HR Suite ̂  

In-service dale of the HR Suite project i s targeted for .4pril 2009 for Phase 1 aud Au.î ust 2009 for Phase 2 
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3. Post Implementation Support (Phase 1, Stage 3) 
• Support production operations 

4. Implementation (Phase 2, Stage 2) ^ 
• Analysis and design of tlie selected apphcation to integrate into the Companies' current 

system 
o Familiarizing and defining the Corapanies requirements to the implementation 

consultants 
o Familiarizing the Project's team members in the HR Suite product features, functions, 

architecture and technology 
o Conducting solution confumation (gap analyses) sessions to design the Companies' 

chosen path using Uie selected system 
o Defining and developing data conversion stiategies and specifications 
o Defining inteiface strategies and developing system specifications 

• Constmction and Testing 
o Configuring and developing HR Suite 
o Testing the HR Suite functional modules 
o Developing and testing data conversion 
o Developing and testing interfaces and interoperability with other Companies' systems 
o Conducting performance, integration and user acceptance tests 
o Developing HR Suite production additions 

• Deployment 
o Conducting end-user training 
o Conducting pie-goTive tests 
o Migratnig HR Suite to production 
o Employment of new HR Suite ^ 

5. Post ImpleiiKntation Support (Phase 2, Stage 3) 
• Support production operations 

Functionality 

The functional and technical requirements ("functional requirements") of the HR Suite version 11 remain 
the same as submitted in the Apphcation. However, since the filing ofthe Application, Oracle has come 
out witii a new version of die HR Suite apphcation. The Companies successiiilly negotiated with Oracle 
to receive the new version 12 at the same software price as version 11. ^ 

In Phase 2 there are only two stages versus three .stages in Phase 1. To adhere to accounting and financiai categorizations of 
activities and to maintain a consi-stcncy between the stage names in each phase, the Phase 2 stages will start with "Stage 2" 
which includes continued configuratinn, modification and testing. All "Stage 1" activities such as software selection and 
consultant selection for development/installation of selected product have been completed in Pha.se 1. 
In-service date of the HR Suite project is targeted for Apnl 2009 for Phase 1 and August 2009 for Phase 2 
Oracle armounced in 2007 thai a new integrated software product name "Oracle Fusion" would be released in 2008. According 
to Oracle's application strategy, Oracle Fusion would integrate the best features of all of thar Human Resources Management 
System applications (Oracle HR Suite, PeopleSoft, JD Edwards and Siebel) into a new architected software while enhancing 
aud maintaining the individual product lines. Oracle is advising iheir HR Suite customers to upgrade to release 12 in order to 
position themselves for the migration lo Oracle Fusion. HECO will assess the migration to Oracle Fusion within the 
2010-2012 time&ame. 

http://Pha.se
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The Companies are working with the system integrator, Deloitte Consulting LLP ("Deloitte"), to further 
analyze, refine and build the apphcation software with the functional requirements. 

Proiect Cost Estimate 

A ^ t e t e ^ n the Companies' June 27, 2008 Report, the Con^anies' estimate for the HR Suite Project was 
^ ^ ^ ^ ^ | . ' This cost estimate was based on completing the Project in 22 months with associated 
hardware and outside consulting services cost increases. '" 

The Companies now estimate that the Project schedule will be extended to 26 months. A comparative 
summary of the Project's total cost estimate approved m D&O 23413, in the June 27, 2008 Report and the 
current forecasted Project cost is provided in Attachment 2 attachetHierelo^nd incorporated herein by 
reference. The updated estunated Project cost is approximately ^ ^ ^ ^ ^ ^ | which is H H ^ ^ n o ^ ^ a n 
the amount estimated in the June 27, 2008 Report and die current estimate is a p p r o x i n m t e l y ^ ^ ^ ^ ^ | 
above the initial project forecast of $6,341,113. The net increase from the June 27, 2008 Report is 
primarily attributed to the following factors: 

Category 
Material 
Labor and related On-Costs 
Outside Services 
Other 
Allowance for Funds Used During 
Construction 

Variance 
+ $ 250,261 
- $ 33,840 

••^^H 
-t- $ 25,208 
+ S 3,964 

Reference 
Item #1 of Attachment 2 
Item #2 of Attachment 2 
Item #3 of Attachraent 2 
Item #4 of Attachment 2 
Item #5 of Attachment 2 

1. Increase in MATERIAL costs 

The increased estimate in the Materials costs from the June 27, 2008 Report is $250,261. As 
noted in the June 27, 2008 Report, the original estimated material cost was $312,308, and the 
June 27. 2008 Report updated cost estimate was $371,106. The current cost estimate of $621,367 
is an increase of $250,261 irom tiie June 27, 2008 Report estimate and an mcrease of $309,059 
from the cost estimate ^proved in D&O 23413. See Attachment 2. 

The increase in the cost of Materials is primarily attributed to the increase in the hardware costs 
and associated overhead costs. Based on the Companies' Information Technology and Services 
("ITS") Department persormel working with the hardware vendor, the database software vendor 

OD, June 27 2008, * e Companies filed an tnterim Supplemental Report (May 27,2008) - Amended with the Coimnission (die 
"June 27, 2008 Report"), which provided information regarding the selection of Solboume Computers as the application 
system implementer, as well as infonnation in regards to the cost estimate (see Attachment 2 to tlic June 27,2008 Report) for 
the HR Suite project The cost estimate for the HR Suite project in the June 27, 200H Report was estimated at approximately 
^ ^ ^ ^ ^ 1 or a net increase of j j l j j l l^^l above the ^proved (sec D&O 23413) amount of $6,341,113. llie net increase 
outlined in the June 27, 200S Report was due to 1) increased material costs; 2) lower than estimated labor and related on-costs; 
3) higher than estimated outside services costs; 4) higher than estimated costs for other software; and 5) higher than estimated 
AFUDC costs. An explanation of the overall net increase was provided in the June 27, 2008 Report. 

' The cost Mtimate for the HR Suite Project was S6,34!,l 13 as approved in Decision and Order No. 23413 in this DocketNo. 
2006-0003. The cost estimate was based on completing the Project in 12 months with the technology and available software 
functionality at the time of the Application. 
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and the database technical con.sultants to defme and refine the hardware and software 
requirements for the Oracle application, ITS determined that the technical processing and storage 
and security requirements for the Oracle version 12 apphcation needed increased storage and 
processing capacity. 

2. Decrease in lABOR and related ON-COSTS 

The net decrease in the Labor and On-Cost costs from the June 27, 2008 Report is $33,840. As 
noted in the June 27, 2008 Report, the estimated Labor and On-cost costs was $2,683,633, and 
the December 14, 2007 Keport updated cost estimate was $2,702,120. The current cost estimate 
of $2,649,793 is a decrease of $33,840 from tiie June 27, 2008 Report estimate and an increase of 
$1,170,496 from the cost estimate approved ui D&O 23413. See Attachment 2. 

The primary reason for the decrease in the labor and related on costs was due to the fortiier 
refinement and evaluation of the amount of labor estimated to implement die. Project. The 
previous estimate of labor costs was based on the potential vendors' non-binding responses to the 
Companies' HR Suite Implementer RFP issued in 2007, and based on the best available 
information at that time. 

The Companies worked fo farther refine the scope of work, requirements gaps versus the 
apphcation functionahties, resource requirements and Project schedules with the assistance from 
the system integrator, experienced consultants and the Companies' Subject Matter Experts. 
These refinements led to a decrease in the number hours for the resources assigned to assist the 
project and a decrease in the overhead costs due to financial and accounting refmements. 

3. Increase in OUTSIDE SERVICES cosls 

The increase in the cost of Outside Services from the June 27, 2 0 0 ^ 2 e p o r ^ s ^ ^ ^ ^ | . As noted 
in the June 27,2008, the estimate for Outsid^crvices costs was ̂ ^ ^ H B ^^^ the December 
14, 2007 Report updated cost estimate was ^ ^ ^ ^ ^ | The current cost estimate ofl 
is an increase of ̂ ^ ^ ^ | frora tiie June 27, 2008 Report estimate and an increase of] 
from the cost estimate approved in D&O 23413, See Attachraent 2. 

The cost increase is primarily attributed to the following factors: 

An increase o f | [ | | | | m is for the projected services of ^ ^ ^ ^ ^ | ^ ^ ^ ^ ^ ^ ^ ^ ^ | to 
develop and test the integration of the Oracle HR Suite function to the Ellipse payroll and 
financial functions and for the extension to the Project schedule. The Companies worked 
with ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ 1 to refine the s c o ^ of work and resource requirements and to 
develop the technical requirements for the Project. Additionai technical resources will be 
required to address the complexities of the functional requirements and interoperabihty of the 
Oracle HR Suite apphcation to the Ellipse applications. 
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An increase of ^ ^ ^ ^ H f̂ ^ ^ ^ projected services of ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ | to 
develop, test and implement the Oracle Human Capital Management ("HCM" or "HR Suite") 
apphcation software and for the extension to the Project schedule. The Companies worked 
with Deloitte to further refme the scope of work and techn ical requirements for the Project 
and develop the revised Project schedule. 

• A i n n c r e a s ^ ^ ^ ^ ^ ^ u o r the external independent third party] 
^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ | t o provide recommendations to mitigate risk for the Project was 
added for the extension to the Project schedule. 

• An increase of ^ ^ ^ ^ ^ o r the projected services of ^ ^ ^ | to mstall maintenance and 
software fixes for the Oracle HR Suite apphcation. Additional support wdl be required to 
address the complexities of muldple environments requested by ihc system integrator during 
the development, testing and tiaining for the project and for the installation and support of the 
base application and server software. 

• An increase of ^ ^ ^ ^ is for increased travel costs for the HELCO and MECO project team 
members to participate in the development of functional requirements, budd and testing of 
the Oracle HR Suite apphcation. 

• A decrease of ^ ^ ^ ^ | for die projected services of XT technical consultants and a database 
administrator to addiess the uitegration and development of functional interfaces and 
interoperability of the Oracle HR Suite apphcation to other applications, the conversion of 
data into the Oracle HR Suite apphcation, and the administration and maintenance of the 
Oracle HR application database.. 

4. Increase in OTHER costs 

The increase in the Other costs from the June 27, 2008 Report is $25,208. As noted in the June 
27, 2008 Report, the original estimated Other costs was $1,274,167, and the June 27, 2008 Report 
updated cost estimate was $1,106,349. Tlie current cost estimate of $1,131,557 is an increase of 
$25,208 from die June 27, 2008 Report estimate and a decrease of $142,610 from die cost 
estimate approved m D&O 23413, See Attachment 2. 

The increase in the cost of Odier is primardy attributed to the on-^ost charges apptied to the 
software acquisition. 

5. Increase in Allowance for Funds Used During Construction (AFUDC) Costf 

The increase ra AFUDC costs frora the June 27, 2008 Report is $3,964. As noted in the June 27, 
2008 Report, tiie origraal estimated AFUDC costs was $178,571, and the June 27, 2008 Report 
updated cost estimate was $255,400. The current cost estimate of $259,364 is an increase of 
$3,964 from the June 27, 2008 Report estunate and an increase of $80,793 from the cost estimate 
approved in D&O 23413. See Attachment 2. 
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The increase in the cost of the Allowance for Funds Used During Constmction is primarily due to 
the increase in the labor, outside services and software costs. 

If you have any questions or if you would like to meet with us, please feel free to contact Dean Matsuura 
at 543-4622 

Sincerely, 

Darcy Ejido-Omoto 
Hawaitai Electric Company, Inc, 
Hawaii Electric Light Company, Inc. 
Maui Electric Company, Limited 

Attachments 

cc: Division of Consumer Advocacy 
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ATTACHMENT 1 
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